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Preface
This MAS practice aid is one in a series intended to assist practitioners 
in applying their knowledge of organizational functions and technical 
disciplines in the course of providing management advisory services. 
The Summers and Knight study, Management Advisory Services by 
CPAs, published by the AlCPA in 1976, has subdivided such knowledge 
into seven areas: executive planning, implementation, and control; fi­
nance and accounting; electronic data processing; operations (manu­
facturing and clerical); human resources; marketing; and management 
science. Although these practice aids will often deal with aspects of those 
seven areas in the context of an MAS engagement, they are also intended 
to be useful to practitioners who provide advice on the same subjects in 
the form of an MAS consultation. MAS engagements and consultations 
are defined in Statement on Standards for Management Advisory Services 
1, issued by the AlCPA.
This series of MAS practice aids should be particularly helpful to 
practitioners who use the technical expertise of others while remaining 
responsible for the work performed. For members employed in industry 
and government, MAS technical consulting practice aids contain infor­
mation that may be useful in providing internal advice and assistance to 
management.
MAS technical consulting practice aids do not purport to include 
everything a practitioner needs to know or do to undertake a specific 
type of service. Furthermore, engagement circumstances differ, and, 
therefore, the practitioner’s professional judgment may cause him to con­
clude that an approach described in a particular practice aid is not 
appropriate.
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Scope of This Practice Aid
Mergers, acquisitions, and sales can be important sources of consulting 
engagements because clients rarely have the expertise to conduct these 
activities. This is particularly true for the small business owner involved 
in the once-in-a-lifetime sale of a company. Even small to medium-size 
businesses that merge and acquire other businesses as part of their long- 
range plans rarely have a sufficient number of transactions to acquire a 
high level of expertise. However, knowledgeable practitioners are in a 
unique position to assist clients in this area because they often have 
intimate knowledge of the client’s company and key personnel, as well 
as expertise developed through experience in prior engagements in­
volving mergers, acquisitions, or sales.
Mergers, acquisitions, and sales of companies are major undertak­
ings. They require both operational and nonoperational expertise. Among 
the operational problems that need to be addressed are, for example, 
combining branch offices, integrating sales staffs, and consolidating pro­
duction facilities while still maintaining each organization’s strengths. 
Nonoperational aspects include analyzing financial arrangements, de­
termining proper management structure, evaluating legal and tax con­
sequences, and motivating key people to work for the success of the 
new organization.
This practice aid provides information to practitioners who assist 
clients in merging, acquiring, or selling businesses. It focuses on smaller 
clients, generally closely held companies in which the owner-managers 
participate directly in daily operations. Larger businesses often have 
corporate development staffs to do what smaller owners require of a 
consultant.
This practice aid does not discuss such aspects of mergers, acqui­
sitions, and sales as financing alternatives or tax implications.
To help practitioners understand what a specific engagement in­
volves, this practice aid examines the broad steps a company needs to 
take to achieve a successful merger, acquisition, or sale. These include 
developing a business plan, searching the marketplace for candidates, 
determining the market value of companies, negotiating terms, and de­
veloping an operating plan after closing. The Appendix contains a sample 
engagement letter and a sample checklist that practitioners may also 
find helpful.
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Definitions
Acquisition. The takeover of one company by another through purchase 
or exchange of shares. The acquiring company may purchase the assets 
or stock of the acquired company after considering tax liability and other 
factors. The acquiring company absorbs the acquired company into its 
operations and may treat it as a subsidiary or division.
Divestiture. The selling or spinning off of one or more units or divisions 
of a company, usually to redeploy assets into more profitable ventures.
Merger. (1) The absorption of one or more companies into another. 
(2) The combination of two or more companies into a newly created 
company. (This is also referred to as a consolidation. The terms merger 
and consolidation are often used interchangeably in spite of this technical 
difference.)
There are several classifications of mergers:
Horizontal. The takeover of a company in the same or a related line 
of work (for example, a retail shoe store chain acquiring a smaller 
chain in another geographical area).
Vertical. The takeover of a company either “upstream” or “down­
stream” in the production process (for example, a retail shoe store 
chain acquiring a manufacturer of sports shoes).
Conglomerate. The takeover of a company in an unrelated line of 
work (for example, a retail shoe store chain acquiring an ice cream 
manufacturer).
Sale. The transfer of one company’s assets to another company through 
an exchange of cash or other considerations.
These are only a few examples of the types of ownership-transfer 
activities that can take place.
Typical Engagements
Companies initiate mergers, acquisitions, and sales for a variety of rea­
sons and under a variety of circumstances. As the national economy 
improves, merger and acquisition activity tends to increase. Companies 
seeking mergers generally wish to grow and expand their markets and
Note: These definitions are particular to this practice aid.
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resources at a rate faster than can be generated internally. Businesses 
usually expand not merely for the sake of expansion, but rather to meet 
specific goals, such as broadening a product line or entering a new 
geographic area. Acquiring companies may also have a desire to di­
versify into different lines.
Closely held companies may use mergers or sales for ownership 
transfer and management succession, particularly when no family or staff 
members within the business possess the financial capability or desire 
to succeed to ownership. Small business owners may sell their companies 
for estate planning purposes or may merge with another company to 
finance necessary capital equipment for expansion. Mergers or sales 
may also help companies experiencing little or no growth and losing key 
employees to competitors. For firms in trouble, such as those facing 
bankruptcy, litigation, or the unexpected death or disability of an owner, 
mergers or sales may also provide solutions.
Companies may request a practitioner’s assistance for any of the 
specific reasons that follow.
For Mergers
(Some items are also applicable to acquisitions and sales, where noted.)
•  A company wishes to carry on merger activities by using a practitioner 
as a third-party intermediary, in order not to disclose its intentions to 
competitors. (An acquiring company or a selling company may use 
a practitioner in the same capacity.)
•  A company needs assistance in negotiating the merger terms and in 
evaluating the other party’s position.
•  A newly merged company needs assistance in combining two existing 
operational structures into one. This includes developing new systems 
and procedures, integrating two accounting systems, selecting and 
training accounting personnel, and reviewing and coordinating em­
ployee benefit programs. (An acquiring company can also benefit 
from such assistance.)
For Acquisitions
•  A company, particularly one a practitioner has worked with before, 
needs assistance in formulating a long-range plan that includes an 
acquisition strategy.
•  A company requires an examination and evaluation of the financial 
stability of a potential merger candidate.
•  A company needs assistance in structuring a financial arrangement 
to minimize tax liability.
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•  A company needs an independent valuation of its intended acquisition 
to determine its fair market value. If the practitioner audits the company 
being valued, business considerations may require him to assist in 
selecting another practitioner or business valuator to perform the in­
dependent valuation.
•  A company needs help in divesting portions of an acquisition that do 
not fit into its overall plans and growth strategy. (Consulting in the 
area of divestitures requires skills similar to those described in this 
practice aid.)
For Sales
•  A company requires a report on the financial stability of an acquiring 
company to determine the likelihood of realizing a long-term payout.
•  A company needs assistance in structuring a financial arrangement 
to minimize tax liability.
•  A company needs to be independently evaluated to determine its fair 
market value.
In addition to a company initiating a request for assistance, a prac­
titioner may offer the following suggestions to a client:
•  A company may merge, sell out, or acquire another company as a 
realistic method of achieving the owner’s goals.
•  Through work with various companies, the practitioner may be able 
to match buyers and sellers and those interested in mergers.
Engagement Considerations
In deciding whether to accept a merger, acquisition, or sale engagement, 
the practitioner needs to evaluate certain engagement factors. These 
factors fall into the categories of general considerations, engagement 
staffing, engagement reporting, and practitioner-client concerns.
General Considerations
Confidentiality and compatibility are important in mergers, acquisitions, 
and sales. Practitioners who conduct searches and preliminary negoti­
ations usually do so in absolute confidence in order not to alert the 
competition or disturb employees. In addition, because many combi­
nations are not successful in the long run, practitioners look for any telltale
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signs of incompatibility before the combination is completed. If they find 
indications of personality clashes, inappropriate fit between two organi­
zations, or any other stumbling blocks that might surface later, they warn 
their clients during the course of the engagement. However, it is virtually 
impossible to predict the outcome of the combination in all cases.
Attorneys and practitioners have separate but coordinating roles in 
mergers, acquisitions, or sales. Typically, the attorney’s role relates to 
legal judgment and interpretation of contract documents, while the prac­
titioner’s role is that of financial and tax advisor. The two professionals 
need to work well together, not encroach on each other’s areas, and keep 
the client informed about all steps in the process. Establishing a good 
working relationship can be a decided benefit, since attorneys and CPAs 
are both in positions to make referrals to each other.
The varying interests within a company may not always coincide, even 
in a closely held business. For example, stockholders and management 
may be at odds if the price per share of an acquired company is influ­
enced by the size of contracts given to management personnel who 
remain with the combined organization. Misunderstandings between ma­
jority and minority shareholders may also exist. In some cases minority 
shareholders may believe that majority shareholders will benefit from a 
particular financial arrangement, such as a noncompetition covenant. 
Consequently, the minority shareholders may feel they deserve some­
thing extra.
Engagement Staffing
Because mergers, acquisitions, or sales involve numerous parties, prac­
titioners need to remain close to the situation and be available for meet­
ings when the schedules of the various parties permit. Additionally, 
negotiations often do not progress smoothly and are subject to delays. 
For these reasons, practitioners need to be prepared to meet on short 
notice.
  When staffing and pricing a merger, acquisition, or sale engagement, 
practitioners consider how much senior staff consulting time it will require. 
These kinds of engagements usually demand a heavy commitment from 
senior staff members. It is also critically important to maintain continuity 
of personnel from start to finish on the assignment, particularly at the 
client-contact level.
Engagement Reporting
Throughout an engagement, practitioners and clients need to closely 
coordinate their efforts, with frequent informal reporting on the status of 
key items. Clients may ask practitioners to document certain elements of
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the assignment in workpapers and report on others verbally. Generally, 
practitioners document items that can be supported by fact, and verbally 
communicate subjective comments.
In some cases practitioners may be unable to precisely determine 
the scope of an engagement, particularly at the beginning of the as­
signment, and they may have to redefine it after the parties have pro­
gressed further.
Practitioner-Client Concerns
Understanding mergers, acquisitions, and sales requires a substantial 
knowledge of financial terms and tax effects. Since clients vary in their 
degree of financial sophistication, an unsophisticated client may require 
considerable educational support from the practitioner, which can sig­
nificantly increase the fee estimate.
Clients may also exhibit any of several common problems. For ex­
ample, a business owner may have an unrealistic assumption about the 
company’s worth. Practitioners can overcome this problem by explaining 
how to determine value and by giving examples of how other companies 
are valued. An owner who is selling a company may have difficulty with­
drawing from the business, especially when it has been the major activity 
of his life. Because the life-style adjustment may be considerable, the 
owner needs to thoroughly understand it before beginning the sale pro­
cess. In this way the owner may avoid the eleventh-hour remorse that 
frequently causes cancellations of the sale at the last minute, after the 
practitioner has completed considerable work.
Clients may not appreciate the amount of time and effort practitioners 
expend in a merger, acquisition, or sale engagement. Most parties don’t 
realize how much effort goes into attending meetings, identifying strat­
egies, answering telephone requests, and performing other time- 
consuming tasks. Such functions represent time spent over and above 
the analytical work required of practitioners. Therefore, periodic progress 
billings are advisable to avoid surprising the client and to maintain cash 
flow while the project is under way. Practitioners may also want to consider 
a retainer or some kind of advance payment arrangement.
Engagement Objectives and Client 
Benefits
Objectives
In a merger, acquisition, or sale engagement involving a combination, 
one of the most important objectives is to have a client think through the
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options before any agreement is finalized, in order to make certain that 
the combination is the most appropriate choice. This decision-making 
process encourages a client to consider the future. If the client decides 
against the combination, its management may develop a long-range plan 
for ownership transition within the company as an alternative. However, 
if a client decides to go ahead with a combination, the practitioner’s 
objective is then to effect a successful combination in which the financial 
arrangements accomplish the client’s goals. In the long run, the combined 
organization will ideally be a synergistic improvement over the two sep­
arate companies.
Benefits
A client can receive numerous benefits from a successful merger, ac­
quisition, or sale. A combination permits increased utilization of corporate 
resources and strategy, which enhances the resulting company by cre­
ating a greater resource base and complementary strengths. It can also 
provide continuity for an organization that might otherwise disappear, 
with the attendant loss of jobs, goodwill, and related benefits for the 
community. And it allows a company to quickly establish itself in a new 
market or geographic area without having to build an organization from 
scratch.
For individual owner-managers, a combination can enhance personal 
objectives. For personnel of an acquired company, a combination can 
provide them with the opportunity to reach higher levels of management 
responsibility in the new, larger organization.
Engagement Scope
When undertaking a merger, acquisition, or sale engagement, practi­
tioners reach understandings with clients to clearly define practitioner 
responsibilities, degree of involvement, and the time frame of the en­
gagement. Clients may ask practitioners to provide substantial assistance 
by searching for suitable candidates, or they may merely require help in 
structuring the financial and tax arrangements of an already agreed-to 
combination.
The extent to which clients wish practitioners to analyze another par­
ty’s financial records can significantly impact the scope of an engage­
ment. The impact often depends on the other party’s internal and external 
accounting assistance and the completeness of its records.
Practitioners and clients determine the reporting requirements nec­
essary to complete an assignment. Analyzing and selecting suitable can-
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didates generally requires documentation and submission of reports. 
However, if the client is actively involved in the process, the need for 
periodic reports may diminish or disappear as the merger negotiations 
proceed.
The amount of assistance required after a combination can range 
from virtually nothing to a close working relationship with the combined 
organization until the accounting systems and procedures operate 
smoothly. Generally, postcombination work requires a new engagement 
understanding between clients and practitioners.
Engagement Approach
The approach followed in a merger, acquisition, or sale varies, depending 
on the client’s needs, its role as a buyer or seller, and the degree of 
sophistication its management has in this area. The practitioner reviews 
each phase in the process with client management to verify that they 
agree on the approach taken. He may render the services described 
below in a single engagement or as separate engagements.
Developing a Plan for a Combination
A company needs a well-thought-out business plan before considering 
any kind of combination. If a business plan does not exist, the practitioner 
explains its importance and usually assists the client in preparing one. 
The plan helps the client think through goals and objectives to answer 
such questions as “What business are we really in?” and “Where do we 
want to be in five years?” The practitioner and the client then develop 
long-range strategies and short-range tactics to achieve the business 
plan’s goals.1
At this point the practitioner and the client may decide that a com­
bination is appropriate. The practitioner can help develop a plan for a 
merger, acquisition, or sale that addresses the following:
1. Strengths and Weaknesses. Review the organization’s strengths and 
weaknesses to determine how a combination would accomplish the 
client’s objectives.
2. Industry Trends. Study market information for industry trends to see 
if the timing is right.
1. For information on business planning refer to AlCPA MAS Small Business Consulting 
Practice Aid No. 7, Business Planning. Other sources are contained in the Bibliography on 
page 19.
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3. Compatibility. Look for the types of businesses that would be appro­
priate for a combination (that is, compatible management style, busi­
ness philosophy, and so on).
4. Options. Assist the client in reviewing available options. When con­
sidering an acquisition, examine the pros and cons of internal ex­
pansion as an alternative. When considering a sale, examine the 
alternative of internal transfer of ownership.
5. Strategy. If a combination seems most suitable, develop a strategy 
for accomplishing it, including—
•  A timetable.
•  Criteria desired in the company to be chosen for the combination.
•  A checklist of the items to review. (See exhibit 2.)
•  A package to attract the kind of entity the client is seeking.
Conducting a General Search of the Marketplace
The next phase involves further refining the criteria for an acceptable 
business. (In an acquisition, for example, the size of the candidates would 
fit within the price range of the client company.) The practitioner then 
searches industry and trade association data, such as technical publi­
cations and directories, to compile a list of potential candidates that 
appear to meet most of the criteria established. Finders, business brokers, 
and others operating in this field may be used to help in the search, but 
the client then has to pay a finder’s fee for their services. The practitioner 
can also establish less formal channels by using intermediaries, discus­
sions with business associates, and so on to test the market.
Generally, the list compiled is much too large for detailed analysis 
unless the search is for a business with unique or unusual expertise. 
Therefore, the practitioner and the client screen the potential candidates 
to reduce their numbers. They can do this by establishing a numerical 
rating system to eliminate all but the most likely candidates and then list 
those remaining in order of preference. At times this screening process 
may rely heavily on subjective criteria if there is insufficient quantitative 
data available.
Conducting a More Detailed Examination
of Potential Candidates
When the screening process is complete, the practitioner and the client 
can begin a more detailed examination by contacting the remaining can­
didates. Determining who makes the first contact depends on industry 
practice and the personalities of the parties involved. In some cases the 
owner-manager may wish to establish direct contact and in other cases
9
may wish to have the practitioner act as a third-party intermediary. If the 
latter, the practitioner contacts candidates, secures evidence of interest, 
and reduces the list even more, to one or two candidates.
At this point the client discloses its identity to each of the remaining 
candidates and meets with its owners and management to exchange 
financial and operating data. The practitioner cautions against revealing 
too much information in these early stages to avoid creating more com­
petition if the parties fail to reach an agreement. The practitioner and 
client use a checklist (developed as part of the plan) to determine what 
information they already know and what additional information they need. 
Finally, the client chooses one of the candidates as the prospective com­
bination partner.
Determining the Acquisition Candidate’s Fair Market Value
Once an agreement is reached, the acquiring company undertakes a 
limited scope study of the business it seeks to buy to determine its 
condition. This study is particularly important if the business has never 
been audited or if the most recent audit took place several months ago. 
Either the acquiring company’s own staff or an auditor hired for this 
purpose may conduct the study.
On completion of the study, the business to be acquired prepares 
and attests to a list of warranties and representations about the validity 
of certain key accounts. The acquiring company then establishes a range 
of values or a fair market selling price for the potential acquisition. The 
practitioner may perform the valuation if he has the specific industry 
knowledge and experience. However, the practitioner and the client may 
wish to consult specialists in tax, equipment, real estate and other areas 
to determine the most appropriate business valuation.2
Negotiating the Merger Terms
The two companies negotiate the terms of the agreement, including a 
satisfactory price. If the client wishes, the practitioner can aid in nego­
tiations by explaining business and tax practices and facilitating agree­
ment on financial aspects. The degree of a practitioner’s participation 
can range from narrow (a very limited scope review of the financial doc­
uments prior to closing) to broad (active participation throughout the 
process). The practitioner consults with both parties’ attorneys and other 
advisors to structure an agreement that accomplishes the objectives and 
minimizes tax liability.
2. For information on the use of specialists in MAS engagements, refer to AlCPA MAS 
Practice Administration Aid No. 2, Cooperative Engagements and Referrals.
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If the client does not wish to act as lead negotiator, its management 
appoints a representative to assume this role. Since practitioners have 
the advantage of being objective, they can be considered good candi­
dates for this function. If practitioners act as intermediaries for their clients, 
they do not make management decisions, but discuss certain proposals 
with their clients during a break in negotiations. They can then come back 
with counteroffers, which can enhance negotiations.
Developing an Operating Plan After Closing
After the companies finalize the combination agreement and announce 
it to customers and the general public, the integration phase takes place. 
Both companies need to keep their employees informed of progress and, 
with the practitioner’s assistance, to assign key individuals the task of 
executing a plan, including a schedule, for combining the two entities. 
The integration can take as long as a year, depending on the complexities 
involved in bringing the organizations together. The practitioner can also 
assist in—
•  Developing management structure and procedures and familiarizing 
staff with them.
•  Performing periodic reviews to verify that the acquiring company is 
meeting its financial obligations to the client seller under the terms of 
any extended payout provisions.
•  Consolidating the accounting and administrative functions and se­
lecting personnel for these areas.
•  Eliminating duplicate functions.
Engagement Output
The output of a merger, acquisition, or sale engagement can consist of 
both formal and informal reports, such as the following:
•  A position paper incorporating elements of the long-range plan, in­
cluding the combination strategy and a timetable
•  A review of and recommendations about potential candidates, with 
data supporting the conclusions reached
•  A formal valuation study supplemented by an addendum listing the 
negotiating points that help support values at the upper or lower end 
of the scale, depending on whether the client is the buyer or seller
•  Periodic reports or minutes of meetings documenting informal advice, 
consultation, progress, and decisions
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APPENDIX
Illustrative Material
Exhibit 1
Sample Engagement Letter
CPA & Co.
20 Center Avenue 
Sunnyville, California 11300
Mr. Gordon Davis
1 Main Street
Sunnyville, California 11300
Dear Mr. Davis:
This letter confirms our understanding about CPA & Co.’s assisting you in a 
search for a suitable merger partner. The search will be based on criteria provided 
by you. One important criterion is a southwestern location for the company, which 
will enable you to expand your operations in this area.
Helping you find a merger partner is phase 1 in our scope of services for 
merger engagements.* In phase 2 we offer assistance with valuation of the tar­
geted company and with merger negotiations. If you also require a limited scope 
study to review and analyze the target company’s books or internal control pro­
cedures, we will perform a separate subphase 2a. In phase 3 we help with 
postmerger activities, such as consolidating the two companies’ accounting and 
administrative systems, to accomplish a smooth transition. This engagement pro­
posal covers phase 1 only. If you wish to proceed to phases 2 or 3, we will submit 
separate engagement proposals for those phases.
In phase 1 of this engagement, we will do the following:
•  Document the criteria established for potential merger partners.
•  Search industry data to develop a list of potential candidates.
•  Screen the candidates and prepare a report on the five most likely prospects, 
describing them in order of preference and including supporting data.
We will produce two output reports during this engagement:
1. A preliminary report will list all the candidates reviewed and explain the rea­
sons for narrowing the selection to five major ones who merit further consid­
eration. At this point you will have the opportunity to review our selections 
and comment on our choices and recommendations.
*As noted in the text, the approach to merger engagements can vary. Therefore, this sample 
engagement letter deals with only three phases out of a possible six.
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2. A final report will contain a detailed analysis of the five finalists, listed in order 
of preference and supported with appropriate data.
If you wish, we will use our knowledge of people in the industry to make 
informal approaches without disclosing your identity. This will help us determine 
if any of the companies selected have expressed interest in merging with another 
company.
We expect to accomplish this work over a period of X months. During this 
time we will require your involvement and opinions on any of the companies 
selected for further study.
We base our fees on time expended at our standard rates. Our estimate for 
this engagement is approximately $XXX, plus out-of-pocket expenses. If we re­
quire more time, we will secure your permission before exceeding this estimate.
Please signify your acceptance of these terms by signing this agreement and 
returning one copy.
Sincerely,
Paul Stewart, CPA
Accepted by
14
Exhibit 2
Summary Merger/Acquisition/Saie Checklist
Merger Plan
___  Identify what the combination will do for the client company.
___  Determine why the client company wants to buy/sell.
___  Estimate the timetable for the combination.
___  Develop ideas to integrate common functions.
___  Evaluate the effects of a name change.
___  Identify financial objectives.
___  Evaluate the economics of a combination for the client company.
___  Develop plans for improving profits.
___  Develop a program to achieve operating benefits.
___  Establish financial and operating controls for the acquired company.
___  Determine guidelines and lines of communication for conducting dis­
cussions about the combination.
General Information About the Company
___  Obtain historical data on the business.
___  Obtain a description of the corporate structure.
___  Obtain an organizational chart.
___  Obtain a list of officers and directors (including backgrounds, affiliations,
and compensation).
___  Obtain a schedule of stock distribution.
___  Obtain an employee policies-and-procedures manual.
___  Obtain names and addresses of attorneys, accountants, and consul­
tants.
___  Obtain industry statistics for comparison.
Finances
Obtain financial statements, tax returns, and interim reports for the last 
three to five years.
Determine financial ratings from credit bureaus and bank sources. 
Review the different methods of acquisition and the tax consequences 
of each.
Determine guidelines and lines of communication for conducting dis­
cussions about the combination.
Review accounting policies.
Review internal control systems in connection with a limited scope re­
view.
Note: This checklist summarizes major items for review. For a more detailed description, 
see Modern Accounting and Auditing Checklists, pages 6-2 through 6-64.
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Review books and records of the selling company in connection with a 
limited scope review.
Prepare pro forma financial records of the combined entity.
Obtain and review financial manuals, flow charts, and accounting sys­
tems.
Review collection procedures.
Itemize properties owned and leased.
Review the compatibility of existing accounting systems.
Review the economic outlook for the company, its products, and the 
industry in general.
Collect available financial information on similar companies for com­
parison.
Marketing
List competitors.
Determine the company’s market share.
Analyze the competitive position of the company.
List advantages and disadvantages of the company and its products 
versus its competitors.
Document the history and trends of industry marketing experience, if 
available.
Document the advertising and sales policies.
Prepare a detailed organization chart for the marketing, sales, and ad­
vertising departments.
Determine the costs of marketing and sales.
List the name of the company’s advertising agency and other outside 
marketing consultants, and document any existing fee arrangements. 
Describe the methods of distributing the product or service.
List branch offices, warehouses, and service facilities.
List customers and their locations.
List geographic distribution of sales and salespeople.
Obtain any available market surveys.
Evaluate the degree of government regulation.
Data Processing
Determine the importance of data processing to the company. 
Calculate annual expenditures on data processing.
Question management about their satisfaction with the DP function. 
Determine how many people are in the department and how it is or­
ganized.
Determine whether the department is operating efficiently.
Determine the department’s efficiency by examining its organization and 
the number of its personnel.
Personnel
List employees by department. Specify how many employees each de­
partment has, and describe each employee’s function.
Examine human resources planning and management development.
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___  Obtain a copy of the employee benefits package.
___  Evaluate the salary administration program.
___  Review employee skills, turnover, and vacancies in critical positions.
Purchasing
Obtain a description of the purchasing function.
Evaluate purchasing policies and procedures.
List the types of materials and supplies purchased.
List current vendors, and obtain their price lists.
Determine allowable trade discounts.
Obtain copies of purchase requisitions and purchase orders. 
Calculate the annual cost of purchases.
Insurance
Obtain copies of all current policies.
Prepare a three-year loss experience.
Obtain information on any outstanding claims.
List any insurance changes pending or contemplated. 
List personnel in charge of insurance activities.
List names and addresses of brokers and consultants.
Legal Considerations
Review the corporate charter, minutes, bylaws, and other legal docu­
ments.
List officers, directors, and stockholders.
List members of special stockholder/director committees.
Obtain names of inside and outside counsel.
List states where the company is incorporated.
Obtain copies of any union contracts and a list of the employees they 
cover.
List patents, trademarks, and service marks.
Develop a list of the seller’s warranties and representations.
Review all litigation matters.
Review all current licenses, contracts, and leases.
Review all loan agreements.
Review the status of any brokers or intermediaries involved in the merger/ 
acquisition/sale process.
Operations
Evaluate the plant, facilities, and equipment.
Evaluate engineering and research facilities.
Review production and materials-handling procedures.
Determine the present and projected operating capacity in relation to 
the market forecast.
Review expansion plans and the investment required.
Review inventory procedures and policies.
Review transportation facilities.
Review inventory and storage facilities.
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No. 6 Assisting Clients in the Selection and Implementation of Dedicated 
Word Processing Systems
No. 1 Litigation Services
No. 8 Mergers, Acquisitions, and Sales
MAS Practice Administration Aids Series
No. 1 Developing an MAS Engagement Control Program 
No. 2 Cooperative Engagements and Referrals
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